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Disproportionate Share Hospital 

3. HealthCare Subsidy Fund - Charity Care Subsidy 

a)The charity care subsidy shall be determined accordingtothefollowing 
methodology: 

i> If the statewide total of adjusted charity care is lessthan 
available charity care funding, a hospital’s charity care subsidy shall 
equal its “adjusted charity care.” 

ii) If the statewide total of adjusted charitycare is greaterthan 
available charity care funding, then the hospital-specific charity care 
subsidy shall be determined by allocating availablecharitycare 
funds to equalize hospital-specific payer-mix withfactors the 
statewide-target payer-mix factor. Thosehospitalswithapayer­
mix factor greater than the statewide-target payer-mix factor shall 
be eligible to receive a subsidy sufficient to reduce their factor to 
the statewide level. Those hospitals with a payer-mix factor that is 
equal to or less than the statewide-target payer-mix factor shall not 
be eligible to receive a subsidy. 

iii) Charity care subsidy payments onshall be basedactual 
documented charity care. 

b) As usedin the distribution of the charity caresubsidy: 

i) The hospital-specific payer-mix factor shall beequaltothe 
hospital’s adjusted charity care divided by its revenue from private 
payers. 

ii) Thehospital’s revenue from privatepayers shall beequalto 
the sum of the gross revenues, as reported on the Department of 
Healthand Senior Services’ (DHSS) most recentavailable New 
Jersey Hospital Cost Reports for all non-governmentalthird party 
payersincluding,but not limited to, BlueCross and BlueShield 
plans, commercial insurers and health maintenance organizations. 
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iii) The hospital-specific adjusted charity care shall beequal to 
a hospital's documented charity care times its hospital-specific­
profitability factor. 

iv) The hospital-specific documented charity care shall beequal 
to the dollar amount of charity care provided by the hospital that is 
verified in theDHSS's most recent charity care audit conducted 
under the rules adopted by the DHSS and valued at the same rate 
paid to that hospital under the Medicaid program, except for charity 
care services provided to emergency roompatientswhodo not 

those services on an emergency basis.require Beginning 
Calendar Year 1997,those services shall be valued basedona 
schedule of rates adopted by the DHSS. 

v) 	 Documented charity care for the period January 1, 1998 
June 30, 1998 shall equal Medicaid-pricedthrough audited, 


amounts for the last quarter two years prior to the payment period 

and the first three quarters of the year prior to the payment period. 

Documented charity care for State Fiscal Year (SFY) 1999 and 


the Medicaid-pricedeach SFY thereafter, shall equal audited 
amounts for the most recent calendar year. 

vi) The statewide-target payer-mix factor is the lowestpayer mix 
factor to which all hospitals receiving charity care subsidies can be 
reduced by spending all available charity care subsidy funding for 
that year. 

c) 	 A hospital's hospital-specific profitability factor shall be determined 
annually as follows: 

i) Valued at one (1) if a hospital's hospital-specific operating margin 
is less than or equal to the state-wide operating margin. If a 
hospital's hospital-specific operatingmargin is greaterthan 
the statewide median operating margin,hospital-specific 
profitability factor shall be equalto: 
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1 hospital-specific(1) minus [.75 times (the operating' 
margin minus the statewide median margin)]operating 
divided by (thehighest hospital-specific operatingmargin 
minus the statewide median operating margin). 

1996, the hospital-specific operatingii) For margin shall be 
equal to thehospital's1993 and 1994 income from operations 
minus its 1993 and 1994 charity care subsidies divided by its 1993 
and 1994 total operating revenue minus its 1993 and 1994 charity 
care subsidies. 

1997 and each year thereafter,hospital-specificiii) For the 

operating margin shall be calculated in the same manner as 1996, 

but on the basis of income from operations, total operating revenue 

and charity care subsidies from the three (3) most current years. 


iv) A hospital's income from operations totaland operating 
revenue shall be defined in New Jersey Regulations. 

v) Consistent with section 13261 of the OmnibusBudget 
(OBRA'93),Reconciliation Act of 1993 (Public Law 103-66). 

(Section1923 (c) of the Social Security Act; 42 U.S.C. 1396r-4), 
DMAHS will limit its DSH payments to hospitals. Section 13261 of 
the OBRA '93 established hospital-specific limits on the amount of 
thepayment adjustments that the State maymake to ahospital 
during the State Fiscal Year ending June 30, 1996, and the years 
thereafter.The annual DSH payment to eachhospitalwill not 
exceed the respective hospital-specific limit. 

98-7-MA(nj)NJ) 

Supersedes 96-20 


